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‘‘(A) a State or local bond (as defined in 

section 103(c)(1)) which is a general obliga-
tion of the City of New York, New York, 

‘‘(B) a State or local bond (as so defined) 
other than a private activity bond (as de-
fined in section 141(a)) issued by the New 
York Municipal Water Finance Authority or 
the Metropolitan Transportation Authority 
of the State of New York, or 

‘‘(C) a qualified 501(c)(3) bond (as defined in 
section 145(a)) which is a qualified hospital 
bond (as defined in section 145(c)) issued by 
or on behalf of the State of New York or the 
City of New York, New York. 

‘‘(3) AGGREGATE LIMIT.—For purposes of 
paragraph (1), the maximum aggregate face 
amount of bonds which may be designated 
under this subsection by the Governor shall 
not exceed $4,500,000,000 and the maximum 
aggregate face amount of bonds which may 
be designated under this subsection by the 
Mayor shall not exceed $4,500,000,000. 

‘‘(4) ADDITIONAL REQUIREMENTS.—The re-
quirements of this paragraph are met with 
respect to any advance refunding of a bond 
described in paragraph (2) if—

‘‘(A) no advance refundings of such bond 
would be allowed under any provision of law 
after September 11, 2001, 

‘‘(B) the advance refunding bond is the 
only other outstanding bond with respect to 
the refunded bond, and 

‘‘(C) the requirements of section 148 are 
met with respect to all bonds issued under 
this subsection. 

‘‘(f) INCREASE IN EXPENSING UNDER SECTION 
179.—

‘‘(1) IN GENERAL.—For purposes of section 
179—

‘‘(A) the limitation under section 179(b)(1) 
shall be increased by the lesser of—

‘‘(i) $35,000, or 
‘‘(ii) the cost of section 179 property which 

is qualified New York Liberty Zone property 
placed in service during the taxable year, 
and 

‘‘(B) the amount taken into account under 
section 179(b)(2) with respect to any section 
179 property which is qualified New York 
Liberty Zone property shall be 50 percent of 
the cost thereof. 

‘‘(2) QUALIFIED NEW YORK LIBERTY ZONE 
PROPERTY.—For purposes of this subsection, 
the term ‘qualified New York Liberty Zone 
property’ has the meaning given such term 
by subsection (b)(2). 

‘‘(3) RECAPTURE.—Rules similar to the 
rules under section 179(d)(10) shall apply with 
respect to any qualified New York Liberty 
Zone property which ceases to be used in the 
New York Liberty Zone. 

‘‘(g) EXTENSION OF REPLACEMENT PERIOD 
FOR NONRECOGNITION OF GAIN.—Notwith-
standing subsections (g) and (h) of section 
1033, clause (i) of section 1033(a)(2)(B) shall be 
applied by substituting ‘5 years’ for ‘2 years’ 
with respect to property which is 
compulsorily or involuntarily converted as a 
result of the terrorist attacks on September 
11, 2001, in the New York Liberty Zone but 
only if substantially all of the use of the re-
placement property is in the City of New 
York, New York. 

‘‘(h) NEW YORK LIBERTY ZONE.—For pur-
poses of this section, the term ‘New York 
Liberty Zone’ means the area located on or 
south of Canal Street, East Broadway (east 
of its intersection with Canal Street), or 
Grand Street (east of its intersection with 
East Broadway) in the Borough of Manhat-
tan in the City of New York, New York. 

‘‘(i) REFERENCES TO GOVERNOR AND 
MAYOR.—For purposes of this section, the 
terms ‘Governor’ and ‘Mayor’ mean the Gov-
ernor of the State of New York and the 
Mayor of the City of New York, New York, 
respectively.’’

(b) CREDIT ALLOWED AGAINST REGULAR AND 
MINIMUM TAX.—

(1) IN GENERAL.—Subsection (c) of section 
38 (relating to limitation based on amount of 
tax) is amended by redesignating paragraph 
(3) as paragraph (4) and by inserting after 
paragraph (2) the following new paragraph: 

‘‘(3) SPECIAL RULES FOR NEW YORK LIBERTY 
ZONE BUSINESS EMPLOYEE CREDIT.—

‘‘(A) IN GENERAL.—In the case of the New 
York Liberty Zone business employee cred-
it—

‘‘(i) this section and section 39 shall be ap-
plied separately with respect to such credit, 
and 

‘‘(ii) in applying paragraph (1) to such cred-
it—

‘‘(I) the tentative minimum tax shall be 
treated as being zero, and 

‘‘(II) the limitation under paragraph (1) (as 
modified by subclause (I)) shall be reduced 
by the credit allowed under subsection (a) for 
the taxable year (other than the New York 
Liberty Zone business employee credit). 

‘‘(B) NEW YORK LIBERTY ZONE BUSINESS EM-
PLOYEE CREDIT.—For purposes of this sub-
section, the term ‘New York Liberty Zone 
business employee credit’ means the portion 
of work opportunity credit under section 51 
determined under section 1400L(a).’’

(2) CONFORMING AMENDMENT.—Subclause 
(II) of section 38(c)(2)(A)(ii) is amended by in-
serting ‘‘or the New York Liberty Zone busi-
ness employee credit’’ after ‘‘employment 
credit’’. 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years ending after December 31, 2001. 

(c) CLERICAL AMENDMENT.—The table of 
subchapters for chapter 1 is amended by add-
ing at the end the following new item:

‘‘Subchapter Y—New York Liberty Zone 
Benefits.’’

TITLE V—MISCELLANEOUS AND 
TECHNICAL PROVISIONS 

Subtitle A—General Miscellaneous Provisions 
SEC. 501. ALLOWANCE OF ELECTRONIC 1099’S. 

Any person required to furnish a statement 
under any section of subpart B of part III of 
subchapter A of chapter 61 of the Internal 
Revenue Code of 1986 for any taxable year 
ending after the date of the enactment of 
this Act, may electronically furnish such 
statement (without regard to any first class 
mailing requirement) to any recipient who 
has consented to the electronic provision of 
the statement in a manner similar to the one 
permitted under regulations issued under 
section 6051 of such Code or in such other 
manner as provided by the Secretary.
SEC. 502. EXCLUDED CANCELLATION OF INDEBT-

EDNESS INCOME OF S CORPORA-
TION NOT TO RESULT IN ADJUST-
MENT TO BASIS OF STOCK OF 
SHAREHOLDERS. 

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 108(d)(7) (relating to certain provisions 
to be applied at corporate level) is amended 
by inserting before the period ‘‘, including by 
not taking into account under section 1366(a) 
any amount excluded under subsection (a) of 
this section’’. 

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendment made by this 
section shall apply to discharges of indebted-
ness after October 11, 2001, in taxable years 
ending after such date. 

(2) EXCEPTION.—The amendment made by 
this section shall not apply to any discharge 
of indebtedness before March 1, 2002, pursu-
ant to a plan of reorganization filed with a 
bankruptcy court on or before October 11, 
2001. 
SEC. 503. LIMITATION ON USE OF NONACCRUAL 

EXPERIENCE METHOD OF ACCOUNT-
ING. 

(a) IN GENERAL.—Paragraph (5) of section 
448(d) is amended to read as follows: 

‘‘(5) SPECIAL RULE FOR CERTAIN SERVICES.—
‘‘(A) IN GENERAL.—In the case of any per-

son using an accrual method of accounting 
with respect to amounts to be received for 
the performance of services by such person, 
such person shall not be required to accrue 
any portion of such amounts which (on the 
basis of such person’s experience) will not be 
collected if—

‘‘(i) such services are in fields referred to 
in paragraph (2)(A), or 

‘‘(ii) such person meets the gross receipts 
test of subsection (c) for all prior taxable 
years. 

‘‘(B) EXCEPTION.—This paragraph shall not 
apply to any amount if interest is required 
to be paid on such amount or there is any 
penalty for failure to timely pay such 
amount. 

‘‘(C) REGULATIONS.—The Secretary shall 
prescribe regulations to permit taxpayers to 
determine amounts referred to in subpara-
graph (A) using computations or formulas 
which, based on experience, accurately re-
flect the amount of income that will not be 
collected by such person. A taxpayer may 
adopt, or request consent of the Secretary to 
change to, a computation or formula that 
clearly reflects the taxpayer’s experience. A 
request under the preceding sentence shall 
be approved if such computation or formula 
clearly reflects the taxpayer’s experience.’’. 

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxable years end-
ing after the date of the enactment of this 
Act. 

(2) CHANGE IN METHOD OF ACCOUNTING.—In 
the case of any taxpayer required by the 
amendments made by this section to change 
its method of accounting for its first taxable 
year ending after the date of the enactment 
of this Act—

(A) such change shall be treated as initi-
ated by the taxpayer, 

(B) such change shall be treated as made 
with the consent of the Secretary of the 
Treasury, and 

(C) the net amount of the adjustments re-
quired to be taken into account by the tax-
payer under section 481 of the Internal Rev-
enue Code of 1986 shall be taken into account 
over a period of 4 years (or if less, the num-
ber of taxable years that the taxpayer used 
the method permitted under section 448(d)(5) 
of such Code as in effect before the date of 
the enactment of this Act) beginning with 
such first taxable year. 
SEC. 504. EXCLUSION FOR FOSTER CARE PAY-

MENTS TO APPLY TO PAYMENTS BY 
QUALIFIED PLACEMENT AGENCIES. 

(a) IN GENERAL.—The matter preceding 
subparagraph (B) of section 131(b)(1) (defin-
ing qualified foster care payment) is amend-
ed to read as follows: 

‘‘(1) IN GENERAL.—The term ‘qualified fos-
ter care payment’ means any payment made 
pursuant to a foster care program of a State 
or political subdivision thereof—

‘‘(A) which is paid by—
‘‘(i) a State or political subdivision there-

of, or 
‘‘(ii) a qualified foster care placement 

agency, and’’. 
(b) QUALIFIED FOSTER INDIVIDUALS TO IN-

CLUDE INDIVIDUALS PLACED BY QUALIFIED 
PLACEMENT AGENCIES.—Subparagraph (B) of 
section 131(b)(2) (defining qualified foster in-
dividual) is amended to read as follows: 

‘‘(B) a qualified foster care placement 
agency.’’

(c) QUALIFIED FOSTER CARE PLACEMENT 
AGENCY DEFINED.—Subsection (b) of section 
131 is amended by redesignating paragraph 
(3) as paragraph (4) and by inserting after 
paragraph (2) the following new paragraph: 

‘‘(3) QUALIFIED FOSTER CARE PLACEMENT 
AGENCY.—The term ‘qualified foster care 
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